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 Maintain City’s credit ratings.

– The City’s current General Obligation Bond Ratings:

Moody’s Fitch S&P

Aa2 AA+ AA+

 Enhance City’s budgetary cash flows.

 In keeping with these two objectives, Davenport has included in this presentation the following:

– Review of savings generated by the City’s implementation of the Just in Time approach.

– Recommendation for approach to funding the City’s FY 2020 CIP.

– Potential refinancing of prior debt for savings.
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Results of Just in Time Approach
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 Working with City staff, Davenport and the City instituted a “Just-In-Time” funding approach for 
its capital needs. This contemplates a 3-Year interest-only period.  In the past, the City has 
achieved this interest-only period through the issuances of two BANs.  The rationale for this 
approach is as follows:

1. Allows the City to borrow for funds exactly when they are needed which minimizes interest 
costs;

2. Reduces the pressure on Key Debt Ratios (i.e. Debt Service vs. Expenditures and Debt vs. 
Full Value); and,

3. Less budgetary (i.e. cash flow) pressure on the General Fund.
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Budgetary Savings from Just in Time Approach

 The chart below shows the difference in total debt service achieved so far between the City’s Historical 
Approach and the Just in Time Approach implemented by the City in FY 2018.

– The chart below includes the 2018 BAN and 2019 BAN.

 Due to historically low interest rates, the City took out its 2018 BAN in October 2019.  Even though the City 
fixed the interest rate, it continued the interest-only period as contemplated in the Just in Time approach.
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Note:  Interest on the BANs assumes that the BANS were fully drawn.  The actual interest paid by the City was less.

Cash Flow 
Savings

FY Principal Interest Total Principal Interest Total Total
2018 $0 $0 $0 $0 $212,326 $212,326 ($212,326)
2019 1,564,803 1,564,803 3,129,606 0 1,247,847 1,247,847 1,881,759
2020 3,625,087 3,546,846 7,171,933 0 1,741,586 1,741,586 5,430,347
2021 3,625,087 3,365,592 6,990,679 0 1,953,073 1,953,073 5,037,605
2022 3,625,087 3,184,338 6,809,424 1,533,636 1,728,674 3,262,310 3,547,114

Total $12,440,063 $11,661,579 $24,101,642 $1,533,636 $6,883,507 $8,417,143 $15,684,499

Historical Approach at Planning Rates Actual Just in Time Approach



Strategic Approach to Financing FY 
2020 CIP
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Interest Rate Trends

20 year AAA interest rates as compiled by Municipal Market Data (MMD) are shown in the charts above.  
Long term interest rates are near historic lows.

Source: Thomson Reuters MMD Publication.
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Davenport Recommended Approach

 Given the current interest rate environment, the City may wish to consider permanent (i.e. 20-year fixed 
rate) financing for its $17.4 million in FY 2020 capital needs in order to lock in the current low cost of 
capital.

– A structured approach to this long-term financing would allow the City to issue interest-only bonds 
followed by a 20-year amortization to simulate the BAN approach.

– Current fixed rates are considerably lower than the planning estimates and at or below the interest rate 
on the 2019 BAN.

– Although these bonds would not have a draw-down feature, higher short-term interest rates means that 
the cost of carry is low.

Cash F low 
Savings

FY Principal Interest Total Principal Interest Total Total
2021 $870,000 $870,000 $1,740,000 $0 $478,500 $478,500 $1,261,500
2022 870,000 826,500 1,696,500 0 478,500 478,500 1,218,000
2023 870,000 783,000 1,653,000 0 478,500 478,500 1,174,500
2024 870,000 739,500 1,609,500 870,000 478,500 1,348,500 261,000
2025 870,000 696,000 1,566,000 870,000 454,575 1,324,575 241,425

Total $4,350,000 $3,915,000 $8,265,000 $1,740,000 $2,368,575 $4,108,575 $4,156,425

Historical Approach at Planning Rates Just in Time Approach with Fixed Rate Bonds
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Projected Policy Metrics – Historical Approach 

Note:  Assumes FY 2018 through FY 2024 CIP.
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Projected Policy Metrics – Actual Just in Time Approach

Note:  Assumes FY 2018 through FY 2024 CIP.



Refunding Opportunities
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Potential Refunding Opportunities

 Davenport monitors the credit and interest rate markets on a regular basis. At this time, Davenport has 
preliminarily identified five potential outstanding debt issuances.

 Any refinancing would be for savings purposes only with no extension of maturities. 

 Can refund all, a portion, or none of the identified series as determined by market rates at the time of the 
sale and savings targets as determined by City staff.

 By doing the refunding at the same time as the 2020 CIP financing, the City achieves economies of scale 
with cost of issuance and staff time.

Bond Series
Callable Principal 

Amount 
Outstanding

Current Interest 
Rates

2006D Bonds $275,000 4.60%

2010C Bonds 1,350,000 3.00 - 4.00%

2010D Bonds 2,850,000 3.00 - 4.00%

2012C Bonds 7,055,000 5.00%

2013A Bonds 8,790,000 3.00 - 5.00%

Total $20,320,000



Approach, Rationale, and Timetable
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Approach

 Pursue a public sale in April 2020 to permanently finance the FY 2020 CIP and refund bonds for savings.

 Consider inviting the rating agencies to the City in March 2020.

– Provide an opportunity to engage with rating analysts.

– Demonstrate compliance with current debt policies.

– Show stable, strong management team.
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Rationale

 Opportunity to fix long-term interest rates while at or near historic lows.

– This allows the City to mitigate future interest rate risk and lock in current market rates that could be 
over 2% lower than planning estimates.

 Not abandoning Just in Time Approach; rather Davenport is recommending that the City take advantage of 
a unique opportunity given the current rate environment.

– This is consistent with the rationale for permanently financing the 2018 BAN ahead of schedule.

 By combining the FY 2020 CIP financing with a potential refunding, the City can achieve economies of 
scale in cost of issuance.

 Allows the City to engage the rating agencies during a period in which it is in full compliance with financial 
policies and it has a stable management team in place.

 For FY 2021 – 2024 CIP needs, Davenport suggests an annual evaluation of the BAN approach that has 
served the City well based on how interest rates evolve.
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Timetable / Next Steps

Date Action

Monday, March 16 Bond sale approvals by City Council.

Week of March 23 Rating agencies visit the City.

Week of April 6 Bond sale.

Week of April 20 Closing.



Richmond — Headquarters

One James Center
901 East Cary Street,
Suite 1100,
Richmond, Virginia 23219 

Telephone:
(804) 780-2000

Toll-Free:
(800) 846-6666

E-Mail:
info@investdavenport.com
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Joseph Mason

Senior Vice President

571-223-5893

jmason@investdavenport.com
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David Rose

Senior Vice President, 
Manager of Public Finance

804-697-2905

drose@investdavenport.com
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Susan Ostazeski

Vice President

410-296-9426

sostazeski@investdavenport.com



Municipal Advisor Disclaimer

The enclosed information relates to an existing or potential municipal advisor engagement.

The U.S. Securities and Exchange Commission (the “SEC”) has clarified that a broker, dealer or municipal securities dealer engaging in municipal advisory activities outside the scope of underwriting 
a particular issuance of municipal securities should be subject to municipal advisor registration. Davenport & Company LLC (“Davenport”) has registered as a municipal advisor with the SEC. As a 
registered municipal advisor Davenport may provide advice to a municipal entity or obligated person. An obligated person is an entity other than a municipal entity, such as a not for profit 
corporation, that has commenced an application or negotiation with an entity to issue municipal securities on its behalf and for which it will provide support. If and when an issuer engages 
Davenport to provide financial advisory or consultant services with respect to the issuance of municipal securities, Davenport is obligated to evidence such a financial advisory relationship with a 
written agreement.

When acting as a registered municipal advisor Davenport is a fiduciary required by federal law to act in the best interest of a municipal entity without regard to its own financial or other interests. 
Davenport is not a fiduciary when it acts as a registered investment advisor, when advising an obligated person, or when acting as an underwriter, though it is required to deal fairly with such 
persons, 

This material was prepared by public finance, or other non-research personnel of Davenport.  This material was not produced by a research analyst, although it may refer to a Davenport research 
analyst or research report.  Unless otherwise indicated, these views (if any) are the author’s and may differ from those of the Davenport fixed income or research department or others in the firm. 
Davenport may perform or seek to perform financial advisory services for the issuers of the securities and instruments mentioned herein.

This material has been prepared for information purposes only and is not a solicitation of any offer to buy or sell any security/instrument or to participate in any trading strategy.  Any such offer 
would be made only after a prospective participant had completed its own independent investigation of the securities, instruments or transactions and received all information it required to make its 
own investment decision, including, where applicable, a review of any offering circular or memorandum describing such security or instrument.  That information would contain material information 
not contained herein and to which prospective participants are referred.  This material is based on public information as of the specified date, and may be stale thereafter.  We have no obligation to 
tell you when information herein may change.  We make no representation or warranty with respect to the completeness of this material.  Davenport has no obligation to continue to publish 
information on the securities/instruments mentioned herein. Recipients are required to comply with any legal or contractual restrictions on their purchase, holding, sale, exercise of rights or 
performance of obligations under any securities/instruments transaction.  

The securities/instruments discussed in this material may not be suitable for all investors or issuers.  Recipients should seek independent financial advice prior to making any investment decision 
based on this material.  This material does not provide individually tailored investment advice or offer tax, regulatory, accounting or legal advice.  Prior to entering into any proposed transaction, 
recipients should determine, in consultation with their own investment, legal, tax, regulatory and accounting advisors, the economic risks and merits, as well as the legal, tax, regulatory and 
accounting characteristics and consequences, of the transaction.  You should consider this material as only a single factor in making an investment decision.  

The value of and income from investments and the cost of borrowing may vary because of changes in interest rates, foreign exchange rates, default rates, prepayment rates, securities/instruments 
prices, market indexes, operational or financial conditions or companies or other factors.  There may be time limitations on the exercise of options or other rights in securities/instruments 
transactions.  Past performance is not necessarily a guide to future performance and estimates of future performance are based on assumptions that may not be realized.  Actual events may differ 
from those assumed and changes to any assumptions may have a material impact on any projections or estimates.  Other events not taken into account may occur and may significantly affect the 
projections or estimates.  Certain assumptions may have been made for modeling purposes or to simplify the presentation and/or calculation of any projections or estimates, and Davenport does 
not represent that any such assumptions will reflect actual future events.  Accordingly, there can be no assurance that estimated returns or projections will be realized or that actual returns or 
performance results will not materially differ from those estimated herein.  This material may not be sold or redistributed without the prior written consent of Davenport. 01.13.13
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